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2006 Learning Community on Early Childhood Finance Reform

March 5 – 6, 2006

Discussion Group #1:  

Shared Services: Building Infrastructure 

for the Early Care and Education Industry

Background

Support for early care and education (ECE) has grown markedly in recent years. Increasingly, policy makers, business leaders and advocates are talking about taking ECE services "to scale" so that universal access can be assured. If these leaders succeed in obtaining the funding needed to serve many more children, will the ECE industry as a whole be ready to respond? Or will only a small number of providers - such as school districts or large child care chains - quickly dominate the industry?

ECE is currently a unique industry sector that is comprised of many very small businesses. This puts the industry at a disadvantage when facing growth opportunities. In other sectors, organizations are able to grow because they invest significant sums (from internally generated revenues and profits) in research and development, early replication, standardization and infrastructure. They have the capacity to take risks, respond quickly to proposals, test out new ideas and provide cutting-edge services. It is this broader infrastructure - finance, personnel and systems - that makes a difference.

An Aspen Institute analysis of scale and sustainability in the non-profit field found that no field can go to scale without investing in and building appropriate infrastructure. "If achieving scale in the sense of reaching larger and larger numbers of people is truly our goal, our thinking must shift [from funding individual products or services]….to developing organizations and the industry…" (Ratliff and Moy, 2004)

The bottom line is that establishing universal ECE isn't just about money. It is about building an industry comprised of strong, stable organizations that are able to tap all available funds and offer children the high-quality early learning opportunities they need to succeed.  What will it mean to fully "develop" the ECE industry?

This issue brief was written by Anne Mitchell and Louise Stoney of the Alliance for Early Childhood Finance on behalf of Smart Start’s National Technical Assistance Center.                                                                                                                                                                                                

Most mainstream businesses in the US are supported by a highly developed infrastructure that typically includes: common definitions and standards, rating systems, standardized procedures, industry-wide databases, technology and support services. Financial institutions, for example, share a very complex technology network (e.g. ATM machines, credit/debit cards, etc.) and employ a host of industry standards that allow dollars to move easily among institutions. This shared infrastructure enables banks to operate quickly and efficiently. State ECE leaders have begun to craft industry-wide standards (e.g. professional development systems and program requirements) as well as quality rating systems. But the ECE industry has yet to create the infrastructure that individual programs and providers need to not only comply with these standards but to operate efficiently.

This structured discussion is aimed at exploring the infrastructure needs of early care and education businesses and how those needs might be met - as they are in other industries - through shared service strategies. We will discuss some ideas that are already being tested (see the attached list) as well as potential new ideas that are worthy of exploration.

Additional Resources

(Specific shared service links are in Appendix A.)

New Pathways to Scale for Community Development Finance. 

Ratliff, Gregory and Moy, Kirsten (2004). Profitwise News and Views. Aspen Institute. http://www.chicagofed.org/community_development/files/12_2004_pnv_new_pathways_to_scale.pdf 

A Consultative Session on Establishing an Early Care and Education Private Employer Organization (PEO). 

Stoney, Louise (forthcoming, 2006). The Wisconsin Regional Training Partnership. 

(Will soon be available on www.earlychildhoodfinance.org.)

Beyond the Comfort Zone: New Ideas For the Early Care and Education Industry. Stoney, Louise (2005). Linking Economic Development and Child Care Project. http://www.earlychildhoodfinance.org/mitchell.htm
Collective Management of Early Childhood Programs: Approaches that Aim to Maximize Efficiency, Help Improve Quality, and Stabilize the Industry. 

Stoney, Louise (2004) Smart Start’s National Technical Assistance Center and Cornell University Linking Economic Development and Child Care Research Project.  http://www.earlychildhoodfinance.org/handouts/CollectiveManagementfullreport.pdf
Powerpoint presentation on the experiences of Community Partners, Inc. prepared for Region I Child Care Conference.

Balboni, Shelia (2004)

http://www.earlychildhoodfinance.org/powerpoint.htm
Discussion Questions

1. What are the barriers that most prevent ECE programs and providers from becoming involved in a collective strategy like shared services? Given these barriers, what are the most effective ways to discuss shared service strategies with the field? What research is needed to guide these conversations and help us overcome these barriers?

2. What are the most pressing ECE program infrastructure needs? (Note: For purposes of this discussion, the term infrastructure is used to refer to the services and supports ECE programs/providers will need to provide high quality services 'at scale'.)

3. Could some - or all - of the infrastructure needs identified above be addressed through a shared service strategy? If so, what specific products or services are needed?

4. Can we collectively address the infrastructure needs of ECE businesses of various sizes and auspices? If so, how?

5. What research is needed - both in the short and long-term? 

a. In the short-term, what do we need to know in order to initially launch a few shared service strategies? 

b. Over the long-haul, what would research and development for the child care industry look like? What kinds of information do we need on an ongoing basis?

6. Who might conduct this research? Who might partner with us in crafting shared service strategies? Are there unique opportunities to pair large and small programs to produce results that neither could attain on their own? Or do we need an entirely new industry infrastructure?

Appendix A

What Does the Term "Shared Services" Mean?

Simply put, Shared Services refers to a range of strategies that allow early care and education businesses to come together to share costs. There are a number of different ways this can be done. These include:

· Purchasing Pools or bulk buying - where a group of providers negotiate an agreement to buy from a single vendor, in exchange for reduced prices. For a specific example of this approach, check out: http://www.uscommunities.org/
· Staffing Services - where a single entity provides staff recruitment & placement services or substitutes. For specific examples of this approach, check out:  pages 67-72 in http://www.earlychildhoodfinance.org/handouts/CollectiveManagementfullreport.pdf and Centers that Care's website http://www.actionforchildren.org/page5000.cfm
· Food Services - where a group of ECE providers share a commercial kitchen or contract with a single entity to cater meals. For specific examples of this approach, check out:  pages 71 and 38 in http://www.earlychildhoodfinance.org/handouts/CollectiveManagementfullreport.pdf
· Contract Negotiation - where a group of ECE providers come together to collectively bid on a contract or to negotiate the provision of services for a particular vendor or company. For a specific example of this approach, check out:  Action for Children Head Start Plus initiative.

· Human Resources - a group of early care and education programs could create a shared benefits package, either through their own self-insurance, or by negotiating with an insurance company, or by working with a Private Employer Organization (PEO). A PEO is a co-employment strategy that allows small businesses to come together into a larger organization for the purposes of human resources. Under a PEO structure, child care staff would have 2 employers: the child care center, which would supervise their day to day activities, and the PEO, which would be the employer of record for payroll purposes. For a specific example of this approach, check out: http://www.napeo.org/.  There are a handful of people around the country that are exploring the feasibility of creating a PEO for early care and education practitioners but no projects have been launched to date. One example of a collective self-insurance approach is the Ithaca Health Alliance, at http://www.ithacahealth.org/
· Shared Administration - a group of early care and education programs could contract with a single entity to handle overall program management and administration. They could also contract with a single entity to handle just some aspects of administration, such as billing and fee collection or marketing. For specific examples of this approach, check out pages 51-56 in http://www.earlychildhoodfinance.org/handouts/CollectiveManagementfullreport.pdf
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